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Along with the rapid growth of China’s economy in recent years, the 
deterioration of income inequality has worsened the conditions of social stability. 
How to deal with the relationship among income inequality, social stability and 
economic growth has led to a wide range of social concern. 
This paper will first discuss the mechanism of how dose the income inequality 
affect the economic growth. And then it will describe the current situation of China’s 
unequal income distribution and social stability. At last, this paper will build a simple 
structural equation model to analyze the influence of China’s unequal income 
distribution on economic growth from the perspective of social stability. 
Through the empirical analysis, we find a similar result. First, there has been a 
positive correlation between China’s unequal income distribution and economic 
growth since 1990. Second, income inequality could block economic growth by 
deteriorating the conditions of social stability. Third, if China does not accelerate the 
pace of economic reform, China’s income distribution pattern can’t adjust well and 
the social stability can’t be well improved. China is likely to fall into the 
“middle-income trap” and the current economic growth may not be sustained. 
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